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ABSTRACT 



This report discusses the findings of a survey of 
the financial status of state and land-grant colleges and 
universities conducted by the National Association of State 
Universities and Land-Grant Colleges. Seventy-eight of the 99 member 
institutions responded. The report; (1) lists the institutions with 
budget deficits; (2) discusses some of the stopgap and economic 
measures taken; (3) identifies some unmet needs caused by the 
financial crisis; and (4) deals with specific financial issues 
involved, such as; the standstill budgets, minimum increases in state 
appropriations, the increases in student fees and the rising 
student's share of instructional costs at a time when one of the 
cfreat endeavors in American higher education is to open up new 
opportunities for the disadvantaged, ai*d the decline in private 
gifts. The report concludes that if the public institutions, which 
now enroll about 70 percent of all college students, are to continue 
to provide an opportunity for higher education to the majority of 
young people, the federal government must become a part of this 
effort. (AF) 
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FOREWORD 



The severe financial crisis which confronts higher education 
in the United States includes public universities and colleges. 

This report is based on a survey of 99 multi-campus universities 
in the National Association of State Universities and Land-Grant 
Colleges, 78 of which responded to a detailed questionnaire. 
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Five years ago there was not a single public university in the 
country with an operating funds' deficit. Last year there were 12 
that ended the academic year in the red, and 11 universities are 
already predicting that they will finish this year with more expenses 
than they have funds to meet. 



The trend began during the 1966-67 academic year when the 
University of Nebraska joined Cornell University, one of the two 
private university members of the National Association of State 
Universities and Land-Grant Colleges, in reporting an operating 
deficit for the year. Cornell has experienced a deficit every 
year since 1965-66. In 1967-68 the deficit trend continued with the 
University of Rhode Island joining Cornell in experiencing a shortage 
of funds. 



The real decline came in 1968-69 when the number of public 
universities with deficits jumped to seven. Massachusetts Institute 
of Technology , the Association’s other private university member, 
also experienced a deficit that year, bringing the total number of 
member institutions with deficits to nine. The total grew to 14 
last year, including 12 public universities, and indications so far 
do not suggest that there will be a reversal of this alarming trend 
during academic 1970-71. 



- General funds and savings have been put to use in handling 
deficits on many of these campuses. However, most working capital 
of this type has now been depleted, and the universities are left 
with no alternative but to take extreme— often detrimental — economy 
steps to avert future deficits or they must resort to drastic 
measures such as borrowing large sums of operating revenue. 

Some public universities are prohibited by state law to run 
deficits. These universities must therefore take extreme measures 
as a first step rather than a last resort. 

(See chart on page 2 for a listing of all institutions reporting 
deficits during the past four years.) 

PUBLIC UNIVERSITY FINANCIAL SUWEY 

This is only one of the alarming findings of a survey of the 
financial status of state and land-grant colleges and universities 
conducted by the Office of Research and Information of the National 
Association of State Universities and Land-Grant Colleges during 
March and April, 1971, A total of 78 of the 99 multi-campus 
universities holding membership in the Association responded to 
the 23-question survey. 

(A copy of the survey document and a listing of all universities 
participating in the study is included in the back of this report.) 
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STOPGAP MEASURES 

A lock at universities with deficits does' not even begin te. 
tell the story. The financial crisis at public universities 
is much greater than can be shown by a cursory look at university 
ledger sheets. Some universities have had to resort to emergency 
measures that are at best stopgap actions that cannot be continued 
indefinitely without doing irreparable damage to these great" 
institutions of learning. Others are existing within the frame- 
work of "standstill" budgets. Practically none has managed to 
avoid taking economy measures that at times pose threats;' to the 
quality of the institution. All have a growing array of needs that 
are not beina met. 

For two years Pennsylvania State University has been forced to 
go to private lending institutions for funds- ~to meet operating 
expenses because state appropriations were not made in time to meet 
their day-to-day costs. They have borrowed a total of $88.55 million 
which will cost the university in access of $2 million in interest 
larges . 

Three of the Association's member universities have found it 
necessary to dip into unrestricted endowment principal to obtain 
funds for operating expenses. One of these universities, the 
University of South Carolina. , has been able to avert a deficit only 
by taking such action. The other two universities, Rutgers and 
Cornell, have had deficits even after dipping into endowment 
principal. Cornell has also used funds obtained from appreciation 
of endowment funds to meet operating expenses, and the University 
of Vermont has taken the same action in the face of deficits for 
the past two fiscal years. 

It is indeed fortunate that up to this point only a very 
limited number of institutions have had to take such emergency 
measures. However, as the number of unmet needs grow on campus 
and as universities exhaust all possible means of economizing, 
actions such as borrowing funds from private institutions and 
from endowment funds are certain to become more prevalent. Deficits 
will also become more common. 
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ECONOMY MEASURES 



As financial problems have mounted, universities have first 
looked within their own walls to see how to deal with them. Sixty- 
nine of the 78 universities responding to the financial survey 
reported having taken one or more economy measures to help stem 
the tide of climbing costs. In the order 01 frequency mentioned, 
the economies that have been most generally instituted include: 

Deferment of maintenance (44 institutions) 

Elimination of new programs (42 institutions) 

Faculty/staff freezes, cutbacks (40 institutions) 
Extension/research cutbacks (17 institutions) 

General reduction of expenditures (13 institutions) 

Reduction of travel/telephone expenses ( 8 institutions) 
Maintain faculty salary level (6 institutions) 

Miscellaneous (5 institutions) 

(See chart on page 5 for illustration of most frequently 
employed economy measures.) 

It is obvious that the three most frequently mentioned economy 
measures involve actions that cannot become a way of life if these 
universities are to continue to function as viable academic centers. 

Although deferment of maintenance is an easy first step, the 
backlog of demonstrable needs is reaching incredible proportions on 
some campuses. The University of California reports a backlog of 
major maintenance needs to arrest deterioration on its nine campuses 
now standing at .>6 million and growing rapidly. The university also 
reports that efficient use of existing facilities is prevented 
in many cases because it has no funds to carry out necessary alterations 
to restore or convert outdated classrooms, laboratories and libraries. 
The alteration backlog now stands in the tens of millions. 

Another example is offered by Miami University . President 
Phillip R. Shriver says that there are now demonstrable needs on the 
Oxford, Ohio campus alone for at least a half-million dollars in 
deferred maintenance . 

The elimination of new programs and faculty and staff reductions 
have even greater and far more serious consequences for universities. 
Such actions endanger an institution’s academic excellence and thus 
diminish its central reason for being — to offer quality education 
for its students. 
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ECONOMY MEASURES UNIVERSITIES HAVE TAKEN 
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Faculty/s taf f cutbacks have taken several forms. In some cases, 
institutions simply have not filled positions as they have become 
vacant. In others, only a certain percentage of vacancies have 
been filled. Still other universities have not been able to add 
sorely-needed new faculty members to teach ever-increasing numbers 
of students. And, in the most desperate situations, universities 
are having to release members of the faculty because there is 
simply no money with which to pay them. 

The result is that overcrowding in classrooms is becoming more 
acute, student-faculty ratios are rising sharply and academic programs 
in many cases must be curtailed. 

The seriousness of this situation is dramatically illustrated 
in the case of the University of California , where more than 500 
teachers, researchers and staff personnel will have to be terminated 
if the governor's proposed 1971-72 budget for the university is 
approved by the state legislature. 



For the University of California general campuses (including 
all campuses of the university with the exception of the San Francisco 
Medical Center), the budget not only fails to provide the 281 new 
faculty positions requested by the university but would also eliminate 
100 current faculty positions- The 1971-72 enrollment at the 
University of California is expected to grow approximately four percent 
while the number of faculty members will decline by almost two percent 
and instructional supporting funds will be decreased by about five 
percent. The student-faculty ratio, which was 14.4 students for 
every faculty member in 1966-67, increased to 16.5 in 1970-71 and 
will increase to 17.4 in 1971-72. 

(A chart accompanying this report compares the growth of 
University of California enrollment and University of California 
state support.) 

Although the University of California situation is one of the 
most serious in the nation, it is not an isolated example. The 40 
universities which indicated that they have instituted some type 
of faculty/staff cutback make this quite clear. South Dakota 
State University offers another dramatic portrayal of the problem. 

At that university the actual head count of students has grown 
105 percent in the past ten years, but the number of instructors 
has increased by only 50 percent. 
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A s might be expected, when faculty is curtailed, new programs 
must also be forgotten. With 42 institutions reporting that they 
have been compelled to eliminate new programs, this is far from an 
exceptional occurence. Even in cases where programs have been 
started, lack of financial support is threatening many with loss 
of accreditation. 



Along with the elimination of new programs most universities 
are going through an intensive examination of their priorities in 
an effort to determine what is most important to the university 
mission at a time when financial considerations make it impossible 
for any one university to be all things to all people. Self- 
examinations also seek to improve operating efficiency. This is 
one of the very few good results of the financial crisis. 

At the University of California at Los Angeles, Chancellor 
Charles E. Young set up faculty committees to review a number of 
the university's academic programs in the light of present and 
projected levels of state support. The committees have been asked 
to look for ways to save money by possible reduction, consolidation 
or elimination of programs. 

University of Iowa President Willard Boyd asksd every unit in 
the university to suggest ways in which it could reduce existing 
expenditures by five percent while indicating the most critical 
new needs for the next biennium. 

"As an alternative to internal budget review," he said, 

"we could treat the Regents' request as a status quo budget. To 
treat this limited asking as such, however, would sap the institution 
of its vitality. In many respects our situation will be austere. 
Nevertheless, we must look upon this asking as an opportunity to meet 
the future and not merely preserve the past." 

President Robben Fleming of the University of Michigan chose 
the same approach in calling for a searching examination of all 
internal programs to arrive at an overall three percent target 
budget reduction for 1971-72 • Money obtained from such savings 
will be reallocated to other more urgent needs such as providing 
more student aid funds and faculty salary increases. 
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Rutqers University has created a commission to systematically 
re-examine every aspect of university functioning in order to 
improve operating efficiency. 

HOW MUCH ECONOMY 

As always at times of economic crisis, there is heard again 
today the discussion of management, accountabili ty and control. 

All responsible educators would agree that efficient management is 
an essential goal in any educational institution. As this look 
at economy measures taken on university campuses shows, austerity 
operations have become facts of life at a growing number of 
institutions which are today striving to stretch financial resources 
to the limit. 

The question arises; When does austerity become self-defeating? 

There is a point at which cutbacks take a toll and threaten 
to cripple the objectives of higher education. Certainly, it is 
society which then suffers. 

UNMET NEEDS 



Any analysis of economy measures that have been instituted 
on university campuses is not complete without a corresponding 
look at the primary unmet needs of universities. The Association's 
survey of financial problems revealed that the most pressing unmet 
needs at member institutions are, in order of importance: 

Additional faculty, new programs, additional classrooms, faculty and/ 
or staff salary increases, additional equipment, plant maintenance 
and research funds. 

(The chart on page 9 illustrates what the most pressing 
unmet needs of institutions are in two ways. The black bars 
indicate the number of universities ranking each category as their 
number one need. The outline bars indicate the total number of 
universities ranking each category as a pressing unmet need.) 

The need for additional faculty was ranked as the most pressing 
need by the largest number of universities. Twenty-two institutions 
(32 percent of respondents) ranked this as their number one need and 
45 institutions mentioned it as an urgent problem. The fact that 
faculty reductions have been among prime economy measures universities 
have been forced to take makes this easily understandable. 
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MOST PRESSING UNMET NEEDS 




Ranked as number one need 
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The number-two ranked need — new programs — also seems directly 
related to the fact that new programs have been eliminated as an 
economy measure at a great many institutions. Eleven universities 
ranked this as their most pressing need and 43 universities reported 
that new programs are needed but that the need is not being met. 



Universities reported a whole range of types of programs that 
are urgently needed but which cannot be started because of a lack 
of resources. Programs to answer new needs in the health sciences 
are among the most crucial requirements that are not being answered. 
Programs in the area of the environment and urban affairs have also 
felt the crunch as have undertakings that aim at bringing about 
4 nnovative curriculum changes. 

As for other needs chat are going unanswered, even the most 
superficial examination shows that they cannot go unmet indefinitely 
and that most bear a direct correlation to economy measures that 
have been forced on the institutions. 

Classroom shortages have a direct effect on the number of 
students a university can enroll. Thirty-seven universities reported 
that they need more classrooms; nine institutions classified this 
as their most pressing need. 

Funds for salary increases must be available if an institution 
is to retain high caliber personnel. Nine institutions noted that 
this is their number one need today, and fourteen universities 
classified it as an important unmet need. 



New equipment must be purchased and outdated equipment replaced 
if universities are to meet new, constantly changing educational 
challenges. Yet 51 universities classified new equipment as a need 
that is not being met sufficiently, and seven institutions ranked 
this as their number one requirement. 



Plant maintenance can often be deferred, but it cannot be 
ignored indefinitely. Five universities now have sufficient 
problems in this area to rank it as their number one unmet need, 
and nine universities reported that it is a pressing unmet need. 

Funds for research must be available if an institution is to 
offer the type of high quality education that young people today 
require and demand. Thirty-eight universities, however, reported 
that this need for research funds is not being met, and two 
universities considered it their most pressing unmet need. 



WHAT HAS CAUSED THE PROBLEMS? 

Why do public universities, which in the minds of most 
taxpayers receive vast support from the state coffers, find 
themselves in such a predicament? 
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The taxpayer might look within his own household to find part 
of the answer. Inflation has hit the university pocketbook in the 
same way it has hit the family's. Just as a household needs a 
six percent annual increase in income to keep pace with rising costs, 
the university must have the same. 

The university situation becomes more complex, however, when 
the factor of constantly rising enrollments is added. To break 
even, a university must then have sufficient funds to provide both 
for inflationary increases and for the education of the additional 
number of students it expects to enroll. 

STANDSTILL BUDGETS 

University budgets become less adequate each year to meet 
these needs--which at best only allow a university to stand still. 

If a university is to do more than maintain the status quo , 
additional resources must be found. The needs are staggering and 
constantly escalating . 

Taking the two factors of inflation and increasing enrollments, 
the Association's Office of Research and Information found that a 
university must have an average annual increase of 10 percent in 
its operating budget to maintain its current level of services. 

Forty- four universities among the 78 responding to the 
Association's survey (56.4%) reported changes in their operating 
budgets for 1970-71 that amounted to 10 percent or less than the 
comparable budget for 1969-70. Three universities actually had 
decreases in their operating budgets. They were: Alabama A & M 
University (-12.4%); University of Alabama at Huntsville (-8.3%) 
and Massachusetts Institute of Technology ( - . 1%) . 

(A complete listing of these institutions, along with an 
explanation of the formula used to arrive at the required annual 
10 percent increase, can be found at the back of this report.) 

This means that more than half of the nation's state universities 
and land-grant colleges this year could not hope to do more than 
stand still. Since the majority of the reported increases were 
actually less than the 10 percent minimum, most institutions were 
in reality taking a step backward. 

The total amount of the operating budgets reported by the 78 
universities for 1970-71 was $6,816,678,010. This amounted to an 
overall increase of $595,875,120 (9.6%) over the budget figure 
of $6,220,802,890 for 1969-70. Therefore, the overall increase in 
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The question then must be: How can public universities come out 
of this slump?- What are the possible sources of income from which 
they can hope to provide for their needs, and what can be done to 
expand resources in each category? 

In general, there are six major channels of revenue. They are: 
State appropriations 
Student fees 
Federal appropriations 
Private gifts, grants and contracts 
Earnings 

Miscellaneous sources 

An analysis of operating revenue for 1970-71 reported by the 
78 institutions responding to the Association ' s survey showed that 
of the total revenue of $6,540,392,680, the following amounts came 
from each of the possible sources; 



State appropriations- $3 , 296, 077 ,526 (50 • 4%) 
Student fees— $857 , 143 , 931 (13.1%) 

Federal appropriations — $894 ,394,315 ( 13 . 1 %) 
Private gifts — $349,709,152 (5.3%) 

Earnings— $869, 382 , 924 (13.3%) 

Miscellaneous sources — $273,684,832 (4.2%) 



STATE APPROPRIATIONS 

The figures clearly show that, contrary to public opinion, 
state appropriations do not serve as the almost exclusive source 
of university support. Approximately half of the 1970-71 operating 
revenue for these state and land-grant institutions was obtained 
from other sources. 

in most states, the appropriations' increase for all of higher 
education has been greater in recent years than the increase for 
the state or land-grant university. The demand for state tax 
funds from other segments of higher education, such as junior 
colleges, private higher education and newly-established institu- 
tions and programs, is creating a heavy drain on the tax dollar 
that often works against the state university. 

At the same time, most states themselves are faced with severe 
financial problems brought on by increasing demands on every hand. 
Universities are aware that the states must make hard priority 
decisions in allocating limited revenue. Yet inadequate state 
appropriations lie at the root of the financial difficulties now 
buffeting most public universities and colleges. 
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A comparison of state appropriations received by all survey 
participants for the academia years 1969-70 and 1970-71 reveals 
that 29 institutions received increases that were less than the 
ten percent "standstill" requirement. One institution, the 
University of Missouri , received exactly the same appropriation 
for each of the two years. 

(A list of all institutions with increases of ten percent or 
less is included, at the back of this report.) 

S TUDENT FEES 

In recent years, it has been the student who has been forced 
to bear more and more of the costs of higher education. Yet critics 
of public higher education financing feel that fees charged the 
student should be raised to even higher levels, arguing that the 
student is the primary beneficiary of higher education and therefore 
should pay accordingly. 

It is doubtful that most of these critics know how much of 
a financial burden the student already is bearing. A look at what 
has happened to student costs over the past five years most 
effectively underscores the alarming rise in charges in every 
category. 

A comparison of median charges at the Association's member 
institutions for the 1965-66 and 1970-71 academic years shows that 
there has been a 30.6 percent increase in total charges to resident 
students over the past five years, and a 34.4 percent increase in 
charges to non-resident students. This means that there has been 
an average annual increase of better than six percent for both 
categories of students. 

(The chart below shows national medians for both categories 
of students for the two years.) 



FIVE-YEAR TREND IN MEDIAN STUDENT CHARGES 
AT NASULGC MEMBER INSTITUTIONS 



1965-66 

Res . Non-R . 

$1,053 $1,502 



1970-71 

Res . Non-R . 

$1,376 $2, 019 



Percentage increase 
Res . Non-R * 

30.6% 34.4% 



O 
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Unfortunate ly, charges for tuition and other required educational 
fees alone have been going up just as fast as total student charges , 
which include room and board costs. Additionally, survey data indicate 
that the pace of tuition and fee increases may be accelerating. The 
median charge for resident tuition and required fees at NASULGC 
institutions for 1970-71 was $452.50. Charges in this category ranged 
downward from $905 at the University of New Hampshire to $97 at 
Federal City College in Washington, D.C. 

Universities responding to the Association's financial survey 
were asked if they expected to raise tuition and required fees for 
1971-72 to help meet their operating budgets. Thirty universities 
reported that they expect to raise tuition and 23 indicated that 
they anticipate increases in required fees. 

In 1970-71, 34 universities increased tuition and 37 universities 
increased required fees to meet their operating budgets, according 
to survey responses. 

(A complete listing of all universities that will raise student 
charges in at least one category in 1971-72 is on the following pages . 
Charts are in the back of the report showing which universities 
increased tuition and/or required fees in 1970-71.) 

Information on the amount of expected increases for 1971-72 
reveals another alarming development. The median percentage increase 
for tuition charges to resident students will be 18.8 percent 
and the median percentage increase for required fees will be 18.1 
percent, considerably above last yearfe 6 percent increases. 



STUDENTS' SHARE OF INSTRUCTIONAL COSTS 

Another indication of the increasing burden being placed upon 
the individual student can be found in an analysis of the percentage 
of instructional costs now being paid by the individual student. 

Of the 37 usable responses received to this question in the 
Association's survey, the median percentage for resident students 
was 27.6, creeping above the traditional 25 percent level. 



A growing number of institutions reported that their students 
are paying a percentage share of instructional costs that is far 
greater than this median figure. The highest figure was reported 
by South Dakota State University , where resident students now pick 
up the tab for 50 percent of their instructional costs. 



These figures pertain to resident students only. The 
percentage of instructional costs borne by non-resident students 
is far greater. All but eight universities reporting a percentage 
figure for non-residents now charge these students better than 50 
^ 'ercent of instructional costs, and five institutions noted that 
ERJChis category of student now pays 100 percent of instructional costs. 16 
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INCREASES IN STUDENT CHARGES 
1971-72 



(The following institutions will increase charges in the 
designated categories.) 



Total: 51 institutions 

Institution Tuition 



Required 

Fees Room 



Alabama A & M University 

University of Alaska 

University of Arkansas X 

University of California X ^ 

University of Connecticut 

Delaware State College 

University of Delaware 

Florida A & M University 

Florida State University X 

University of Florida X 

University of Idaho X^ 

Southern Illinois University X 
, 3 

University of Illinois X 

Purdue University X^- 

University of Iowa 

Kansas State University 

Kentucky State College 

University of Kentucky 



Southern University X^ X^ 

University of Maine-Orono 

University of Maryland X^ X^ 

Massachusetts Institute 

of Technology X X 

University. of Massachusetts 
University of Michigan X^ 

University of Minnesota X X 

Alcorn A & M College 
Lincoln University 

Montana State University X 

University of Montana X X 



University of Nebraska x 

University of New Hampshire X-*- 

Rutgers The State University 
University of New Mexico X 

Cornell University X^ X 

State University of New York X 



X 

X 



X 

X 

X 



X 

X 

X 



X 

X 

X 

X 

X 

X. 

x^ 

X 

x^ 



X 

X 

X 2 

X 



X 

X 

X 

X 

X 

X 

X 
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Board 



X 

X 

X 

X 

X 

X 

X 



X 

X 

X 

X 



X 

x^ 



X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 
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